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Based on the foregone achievements of Institutional Economics(IE), 
this dissertation tries to disentwine the brainteaser of institution, and 
eliminates those embarrassments and contradictions in IE, as 
contradictions of rationalism and contradictions of Hayek’s theory. For 
that, this dissertation adopts an inter-disciplinarity study method. Through 
introducing the new achievements and methodology veer from physics, 
biology and philosophy, such as the development from Newtonian 
Mechanics to Thermodynamics in physics, the development from 
Darwinism to Haim Ofek’s mentality evolution theory, and the 
epistemology veer from subjectivity to intersubjectivity in philosophy. 
From the visual angle of mentality evolution and intersubjectivity, this 
dissertation demonstrates the disfigurement and doomed veer of foregone  
IE Methodology. Based on the guidance of evolution thought, it explores 
the inner logic of institution evolution through reviewing the core 
problem which represents as “institution and reason”. 
This dissertation considers that the main divarication of institution 
analysis fastens on the next two aspects: the first one is the divarication 
between close equilibrium view based on Newtonian Mechanics and open 
evolution view based on Complexity Science; the second one is the 
divarication between unconscious evolution based on Darwinism and 
conscious evolution based on Ofek’s mentality evolution theory. This 
dissertation believes that institutional evolution analysis needs a 
two-steps methodology veer: the first veer is from equilibrium view to 
evolution view; the second veer is from unconscious evolution view to 
conscious evolution view. From the visual angle of mentality evolution 













evolution have been driving forward by commercial exchange ,which is 
the perfection of interactional behavior. Along with the mentality 
evolution, the ability of human cognition is advancing, so that human can 
impel the institutional evolution process consciously. The bounded 
rationality participates institutional evolution course under the condition 
of intersubjectivity, and its achieving process unfurls in the following 
idiographic course: originally, personal usage formed ground on personal 
cognition; then, personal usage evolves to colony custom ground on 
intercourse; after a longer period,  colony custom stiffens to convention; 
at last, when most of social members realize the function of order, people 
will constitute formal institution and law with their episteme according to 
spontaneous order. 
This dissertation concludes that the most intractable hindrance for 
institution analysis comes from the misapprehension of reason and its 
bound, because it works like an outsider for the evolution course besides 
the compressive stress of nature and social choice. We need to build up a 
right attitude towards the institution analysis: Namely, it seems that we 
have to build up an equation between evolution and liberty, but not 
between control and liberty. As the result of ‘fatal conceit’, the latter is 
the real obstacle and inner bound when we try to availably realize and 
utilize institution.  
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